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I, SMALL BUSINESS, WAR AGENCIES AND CONGRESS BEFORE THE CREATION 
OF THE WAR PRODUCTION BOARD 


i. In the Shadow of Pearl Harbor. 

The Smaller War Plants Corporation had its birth in the tragic 
days immediately following Pearl Harbor. The Senate Committee on 
Small Business, composed of Senators James B, Murray, D, Montana, 
Chairman; Francis Maloney, D, Connecticut; Allen J. Ellender, D, 
Louisiana; James M, Mead, D, New York; Tom Stewart, D, Tennessee; 
Arthur Capper, R, Kansas, and Robert A, Taft, R, Ohio; had teen 
in existence for about a year. 

The Defense Program had been under way for more then two 
years, but no effective effort had been made to mobilize the pro- 
ductive capacity of the small manufacturing vlants of the United 
States in the defense program. 

In November, 1941, Chairian Murray appointed C, W. Fowler 
of Billings, Montana, Executive Secretary of the Committee. Ee 
assumed his duties on December lst and immediately planned a series 
of hearings on thepossibilities of employing the small plants in 
the war program, The first hearings were set for December 15th and 
while these plans were under way, the Japanese attacked Pearl 
Harbor. The sneak punch brought forth the declaration of war and 
the President's statement to the Congress, in which he set forth 
what wes thought by many to be an altogether fantastic production 


program for American industry, 
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While the shocking news of Pearl Harbor and the incidents 
which followed monopolized the interest of the American people and 
made it difficult to get the attention of Congress, the gravity of 
the situation emphasized the need for mobilizing every possible 
resource to try to meet the President's projected war production 
progran. 

2, Zearlier Efforts to Aid Small Business Had Foiled. 

Hearings began on December 15, 1941, and brought forth some 
startling facts. A review of the war contract situation showed that 
some 75 per cent of all of the contracts were in the hands of 56 
big companies 1/ and the remaining 25 per cent were held by some 
6,000 of the Nation's 184,000 manufacturers, 2/ 

These facts emphasized in a striking way the failure of 
the efforts that had been made to get the small plants into the 
war effort. Under the Advisory Commission to the Counsel of 
National Defense, organized in May, 1940, an Office of Small 
Business Activities had been set up. Mr. Donald Nelson, who was 
acting as Coordinator of Purchases during this period, was made 


Director, and Mr. Robert L, Mehornay, a representative small business 


man from Kansas City was his assistant. 


1/ Testimony of Stacy May, Chief, Bureau of Research and 
Statistics, Office of Production Management, before Special 
Committee to Study and Survey Problems of Small Business 
Interprises, 77th Congress, First Session, pursuant to S. 
Res. 298, December 15, 1941, page 25. 


2/ Testimony of Floyd B, Odlun, Director, Division of Contract 
Distribution, Office of Production Management, before 
Special Committee to Study and Survey Problems of Small 
Business Enterprises, 77th Congress, First Session, pursuant 
to S. Res. 298, December 19, 1941, page 208. 
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When the Office of Production Management replaced the Defense 


Advisory Commission, the Office of Small Business Activities was 
replaced by a branch of the Office of Production Management called 
the Defanse Contract Service, and Mr. Mehornay became its head. 
This agency was succeeded by the Division of Contract Distribution, 
set up by executive order No. 8891 of the President on September 4, 
1941, Mr. Floyd Odlum, head of the Ajax Corporation, one of the 
largest holding companies in the United States, was made director, 
The Defense Contract Service had operated from offices in the 
regional Federal Reserve Banks, but Mr. Odlum expanded the Division 
cf Contract Distribution as a part of OPM, staffed 120 offices 
at various points in the United States with some 1,800 employees, 
Nevertheless, the testimony showed that the small business concerns 
hed been getting nowhere in the war effort. 

Še The Pinch of the Priority System. 

The development of the priorities system had made it 
impossible for the small manufacturing concerns to secure the raw 


materials from which they customarily manufactured their peacetine 


commodities. Small business operators had been coming to Washington 


in droves trying to secure war contracts. They were told by the 


procurement agencies they could secure contracts if they could get 


financed, They were then informed by the financing agencies that they 


could get financed if they could get contracts, but since they 
could do neither without having first done the other, they were 


conpletely stymied, 
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Mr. Odlum proved a willing witness at the herrings of the 
Small Business Conmittee. He testified that, although his division 
had done everything it could to secure help for the small concerns, 
they were in dire distress end would be dying by the thousands unless 
sid were forthcoming soon. Numerous witnesses told pathetic stories. 
They explained that procurement agents, long accustomed to dealing 
with big compsnies, were unwilling to give contracts to the small 
concerns. The whole government system of making contracts,. with 
its red tave requiring bonds for performance end holding procurement 
officers versonslly responsible for their official acts, had developed 
a habit of thought and practice which made it almost impossible to 
get procurement officers to do business with other than the largest 
and most responsible menufacturing concerns. 

Although the President had set up the Division of Contract 
Distribution by executive order, it wes without any practical eu- 
thority. As a branch of the Office of Production Management, which 
itself had no wey of enforcing its requests, the Division 


of Contract. 


Distribution was ently characterized as an advisory agent to an 


edvisory agent to procurement officers who did not choose to take 


the advice, 


II. THE WAR PRODUCTION BOARD, CONGRESSIONAL ACTIVITY FOR SMALL 
BUSINESS, AND THE 


PROPOSED LEGISLATION TO CREATE THE SMALLER 
WAR PLANTS CORPORATION, 


l, Wer Arencies 


After the 


Merged in War_Production Board. 
Small Business Committee hed completed its 


hearings end was about ready to publish its report, the various 
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disjointed war agencies, including the Supply Priorities ənd 
Allocations Board and the Office of Froduction Management were 
merged into the War Production Board, and Donald Nelson was made 
Chairman, See Exhibits l and 2. So the Committee took these facts 
into consideration and revised its report. 


2. Zero Hour for Small Business. 
In the revised report, the Committee said, 


As a result of the impact of the gigantic national defense 
and war programs on our Anerican economy, smal] business enterprise 
in the United States is facing bankruptcy and chaos along a wide 
front, The administrators of these war prograns, drawn almost 
exclusively from the ranks of big business, have signally failed in 
giving recogniticn to the small businessmen of this country. 


Those engaged in the business of procurement, particulerly 
in the Office of Production Management (now the War Production Foard) 
The Army, the Navy, and the Treasury, have preferred to deal with 
large business rather than small business, and have made no special 
effort to distribute beyond the largest business units the contracts 
they have to dispose of. It is undoubtedly true that procurement 
is a much easier matter to handle in large units than in a number 
of small units. Small business has been neglected because it is easier 
to neglect it. 


In seme cases the fact that the procurement officers have 
always been associated with large business has even made the neglect 
seem eliberate; but in general all of the contract departments have 
failed tc recognize the vital role of small business - with its 
plant, machinery, managerial ability, and skilled labor - in the 
winning of this war. 


In this failure they have disregarded the purposes repeatedly 
expressed by Congress, and even expressed by the President at the time 
Executive orders were issued which created the departments concerned. 


...They have failed to recognize that small business =- now 
in grave denger - represents a phase of American life worthy of 
preservation, They have responded to the appeals of thousands of 
smell businessmen from all sections of the Nation with courteous lip 
service but evasive action, 


As the committee studied the question, it came to the con- 
clusion that small business would never receive fair treatment under 


88 


the plan of organization then in effect. Therefore, it prepared a 
blan for the creation of a board which would have centralized power 
and responsibility and which would have provided an opportunity 

for small business to be directly represented. While the report 
was being finally considered, however, the President announced his 
intention of naming a central War Production Board with Mr. Donald 
M. Nelson as Chairman. But this action designed to centralize pro- 
curement and production does not guarantee that small business will } 
receive the recognition it deserves or the specific attention to its 
problems which it must have if it is to share properly in the war 
effort or live through the war end maintain its place in American 


life. 


The very concentration of power in the new War Production 
Board only adds to the danger unless that power is correctly used, 
There is very grave danger that under tremendous pressure for production 
the ali-cut war effort will be so administered as to result in 
needless and fatal injury to the general structure of small business, 


Need for = Voice in the War Production Board 


Small business should be given a definite and effective voice 
in the administration of the war effort. The large businessman and 
the Army and Navy officers who have so long dealt with lerge business 
do not, except in rare cases, give any great sympathy to the problens 
of small business. Men who have been engaged in small business or 
are primerily sympathetic with its problems are the type of men who 
should be avpointed on the War Production Board and in all the 
divisions and sections of the egencies making the plans and regula- 
tions, 


Until such recognition is given in the planning, procurement, 
production, and financing divisions, effective integration of small 
business in the war effort will fail to be realized. Specifically 
there should be such representation on the War Froduction Board. In 
cases where a single administrator can issue peremptory orders killing 
off thousande of small concerns, such as the recent orders stopring 

ire and automobile sales, there should be a division, under the 
administrator, whose activities should be solely devoted to protecting 
the welfare cf small business, Manufacturers of tires and automobiles 
may be able to make over their industry and obtain tremendous war 
contrects, but orders of this kind can utterly destroy many small 
distributing concerns, Representatives of small business should 
also be appointed in the Army and Navy Procurement Divisions. 


Unless small business has representation in the divisions 
where priorities are determined, there will be in the future, as in 
the past, little chance for allocations of the relatively minor 
percentages of scarce material needed to keep thousands of small 
concerns alive until their mobilization into the war plan or their 
continuing utilization in consumer production can be accomplished, 


ay 
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Need for Financial Assistance 


Unless some plan is devised so small concerns can get 
financial assistance to convert to war work, or to carry forward Army 
contracts, or to sustain themselves while awaiting a chance to take 
part in the war program, their facilities will be lost to the war 
effort end to the Nation in the future. Experience proves that the 
present financial facilities under the Reconstruction Finance 
Corporation are of little practicel value to small business. 


The zero hour has come for small business. The experiences 
of the past have been thoroughly disheartening. For two years the 
rogress of the military effort has steadily drained away the reserve 
strength of many small manufacturing concerns until today they are 
down to their last resources in raw materials. For many a small 
business this is the last stand. Everything, therefore, depende 


on prompt action by the chairman of the recently created War Pro- 


duction Board. If the new War Production Board plan fails, the 
wholesale bankruptcy of small business is certain. 


Genuinely effective action must be taken and it must be 
taken now. 1/ 


3, The Last Stand. 


The Committee pointed out that the impact of the defense 
and war programs wes increasing the peacetime disadvantage of small 


business in the American economy. It said: 


Small business has been facing fearful odds in its struggle 
to survive in time of peace. Unless effective measures are taken 
immediately to protect small business, it is in danger of receiving 
such a blow from the war that when peace has come the battered and 
decimated ranks of small business will be too weak to carry on, and 
pig business, with its branch and chain establishments, backed by 
its creat financial and political power, will move in to occupy 
the entire field. 2/ 


4, The Tirst Version of the Small Business Bill Carried 


Power. 

The authority of special committees of the Senate is 
limited to holding hearings, making recommendations, drafting and 
1/ Report No, 479, Part 2, 77th Congress, 2d Session, Additional 

Report of the Special Committee to Study Problems of American 


Small Business, February 5, 1942, pages 2 and 3, 


2/ Ibid., page 3. 
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introducing legislation. Legislation initiated by a special 
committee must be referred to a reguler ETE committee before 
it is brought to the floor for consideration. When the Small 
Business Committee of the Senate submitted its report on February 5, 
1942, Senator Murray accompanied it with a bill, 5.2250 1/ which 
he introduced under the names of all the members of the Small 
Business Committee. 

| It was entitled, "A bill to mobilize the productive 
facilitics of small business in the interests of successful prosecu- 
tion of the wer, and for other purposes." 

This bill proposed to set un within the War Production 
Board a division of Small Business Production to be headed by a 
Director who would be apnointed by the President and would be a 
member of the Wer Froduction Foard. 

The duties of the Division of Small Business Production 
would be: 

(1) To make a complete survey of the productive 
facilities of the United States which might be used for war pro- 
duction; 

(2) To mobilize the capacities of the small plants and 
determine the means by which their services could be most efficiently 


used to augment war production; 


(3) To direct the attention of government officials to 


the capacity of the smell plants; 


1/ Report No, 479, Part 2, 77th Congress, 2d Session, Additional 
Report of the Special Committee to Study Problems of American 
Small Business, Tebruary 5, 1942, page 25, 
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(4) To make studies with respect to the means of pro- 
viding small concerns with raw materials; 

(5) To obtain information in regard to gub-contracting 
and take action to require contractors to sub-contract to small 
concerns; 

(6) To recommend to the Chairman of the War Production 
Bosrd the means by which incentives could be offered to the small 
plents and they could be aided in conversion; 

(7) To certify to the RFC and its subsidiaries the 
amount of funds necessary for such conversions; 

(8) To certify to government procurement officers the 
capacity end credit of small concerns; 

(9) To represent small business on the War Production 
Roard and secure fair and reasonable treatment in all matters; 

(10) To publish and report to the War Production Board, 
to the President, and to the Congress every thirty days, its accon- 
rlishnents and recommendations with regard to any matters affecting 
small business which its director would deem appropriates. 


The bill authorized procurement officers to let contracts 


to small concerns certified by the Division, without further investi- 


zation of capacity or credit, and directed the Chairman of the War 


Production Foerd to furnish the Division information and assistance. 


5, A Smaller Defense Plants Corporation Proposed, 


The bill further directed the Reconstruction Finance 
A 


~ 


crporation to orranize a Smaller Defense P ants Corporation. Its 
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duty would be to finance the conversion of the facilities of small 
business concerns to war production. 

A very significant phrase provided that, "the Corporation 
when requested by the Division of Small Business Production to 
exercise any of its powers for the purpose of providing further 
conversion to war production of a plant operated by a small business 
concern, shall not condition the exercise of any such power upon 
such concerns having becn given one or more government procurenent 
contracts." 

All these functions, it was clearly stated in the bill, 
were to be exercised to the maximum extent possible without inter- 
fering with war production. 

The bill provided that the Smaller Defense Plants 
Corporation should not continue beyond January 22, 1947. 

By such powers as these, the Committee thought the War 
Production Board could be brought to function in the interests of 
small business as effectively as the hearings indicated it was 
functioning for big business, and the result would be the full 
mobilization of the small manufacturing plants of the United States 
in the war effort. 

6, The Bill ig Bariai to e and Currency 


The bill was referred to the Banking and Currency 
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Committee of the Senate. l/ Chairman Robert F. Wagner of New York 


was friendly to the bill. He referred it to the subcommittee on 
Reconstruction Finance Corporation Matters, over which Senator James 
H, Hughes of Delaware was for the time being, presiding. Hearings 
before this committee began February 17th and continued until 
March 4th. 

Senator Hughes was fully cooperative and invited the 
Senate Committee on Small Business to organize the hearings, provide 
the witnesses, and assist in getting before the committee a compre- 
hensive picture of the need for the bill and its probable benefits. 
Six sessions were held by the subcommittee, at the end of which 
Senator Hughes recommended that further hearings be held before the 


entire Banking and Currency Committee. 


Four hearings were held in March and a number of tense 
situctions developed which eventually resulted in important changes 
in the bill. Donald Nelson, Chairman of the War Production Board, 
had expressed his sincere interest in the problems of small business 
end his recognition of the important part small business should play 
in the war program. But he had objected to the formation of a 


Division of WPB by statute which would have such definite authority 


l/ Members of the Senate Banking and Currency Committee were: 
Robert F, Wagner, New York, Chairman; Carter Glass, Virginia; 
Alben W, Barkley, Kentucky; John H, Bankhead, 2d, Alabama; 
Francis Maloney, Connecticut; George L. Radcliffe, Maryland; 
Prentiss M, Brown, Michigan; James H, Hughes, Delaware; Clyde L. 
Herring, Iowa; William H. Smathers, New Jersey; D, Worth Clark, 
Idaho; Sheridan Downey, California; Abe Murdock, Utah; Lloyd 
Spencer, Arkansas; Charles W. Tobey, New Hampshire; John A, 
Danaher, Connecticut; Robert A, Taft, Ohio; John Thomas, Tdaho; 
Joseph H, Ball, Minnesota; Hugh A, Butler, Nebraska, 
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derived directly from Congress. He insisted that such a plen would 


abridge his authority and might interfere with war production rather 
than facilitate it. He pointed out that, after a long struggle, 
efforts to consolidate the various war agencies had finally been 
successful and unity had been achieved. He maintained that if he 
were to be responsible for the results obtained, he should be 


permitted to specify the means. 1/ 


8, Donald Nelson's Substitute Bill. 


Assistants in Mr. Nelson's office prepared a substitute 
bill 2/ which was presented to the Committee. This plan placed all 
the authority originally designed for the Director of the Division 
of Small Business Production in the hands of the Chairman of WPB, 
to be administered by a deputy. It made the procedures of the 
Small Business Division in WFB subject to the Chairman's determinations. 

Although these suggested changes in the bill did not 
please the members of the Small Business Committee, Mr. Nelson's 
position was strategically strong at the time. Under the circum- 
stances, the Committee felt that if he opposed the bill there would 
be only a slight chance of its getting through Congress. If it 


could be remodeled so es to receive his approval it would have a 


1/ Hearings before a Subcommittee of the Senate Benking and 
Currency Committee on 5S, 2250, February 17 to March 4, 1942, 
page 229, 


2/ Tbid., page 253. 
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good prospect of becoming law. Accordingly, the Committee on Small 
Business held a meeting and took under consideration Mr. Nelson's 
plans for a revision of the bill, as well as other changes the 
hearings had sugsested. 

The original bill provided for the formation of a 
subsidiary of RFC called "Smaller Defense Plants Corporation " to 
make loans to the small concerns. But testimony of witnesses who 
recited their difficulties in securing loans from RFC and its 
affiliates had made the Committee doubt whether it would be 
practicable for small plants to secure prompt assistance from a 


smell business subsidiary of RFC, Furthermore, in the face of 


contracts, it was thought that some device ought to be included in 
the bill which would meke it possible for the small business agency 
to take prime contracts, on its own initiative, and sublet them to 


small manufacturers., 


9, The Small Business Committee Prepares Substitute Bill. 
Accordingly, when the hearings before the Banking and 
Currency Committee resumed on March llth, Senator Murray presented 
a substitute bill 1/ which had been prepared by the Small Business 
Committee, end which had its unanimous support, This bill incor- 
porated the essential changes suggested by Donald Nelson and further 


provided for the establishment of a Smaller War Plants Corporation, 


1/ Hearings before the Committee on Banking and Currency, 77th 
Congress, Second Session, S. 2250, Part 2, March 11, 1942, 
page 26%, 
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to be controlled by a board of directors appointed by the Chairman 
of the War Production Board, This corporation would be independent 
of RFC and would have a capital of 100 million dollars. It would 
thus be in a position to take contracts from procurement officers 
and sublet them to the smaller manufacturers; and simultaneously to 
make loans directly to the small. business concerns to expand their 
plants. By this means, the Committee thought the "run-around" 
between the vrocurement officers and the financing agencies could 


be eliminated. 


10, _ Mr. Nelson is Given Pull Responsibility. 

Since the Hoard of Directors would be apvointed by the 
Chairmen of WPB, the activities of the Corporation would be under 
his control - as would the Small Business Division of WPB which 
would secure the contracts. 

When Mr. Nelson was testifying, Senator Taft asked 
him if his authority was sufficient so he could direct the procurement 
officers to award contracts to the small concerns with assurance 


thet his instructions would be carried out. He said that he con- 


sidered his authority sufficient. Furthermore, in arguing for the 


changes in the bill, Mr. Nelson had er himself highly in 

favor of mobilizing the smell concerns in the war effort. By adding 
to his control over procurements, the financial means by which the 
small plants might be expanded and their facilities improved, Mr. 
Nelson could thus be held fully responsible for the complete demo- 


bilization of the small manufacturing plants into the war effort. 
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lL. _Secrotary Jesse Jones Opposes evon the Revised Bill. 

The revised bill met no opposition from Mr. Nelson, but 
it was not satisfactory to the Secretary of Commerce and Federel 
Loan Administrator, Mr. Jesse Jones. He appeared before the 
Committee on March llth, in opposition to the features of the 
bill which set up the Smaller War Plants Corporation as a lending 
agency. He also opvosed the appointment of the board of directors 
by the Chairman of WPB. Mr. Jones thought it would be more anpropriats 
for the board to be composed of representatives from the procurement 
agencies, WPB and RFC, Secretary Jones maintained that it was not 
necessary to establish a new corporation, holding ihat it was easier 
for a small concern to borrow money from RFC than a large one, and 
that he himself was a consistent friend of small business. 

Two members of the Small Rusiness Committee, Senator 
Teft and Senator Maloney, were members of the Banking and Currency 
Committee, and responsibility for carrying the bill through the 
committee devolved upon them. Although the full membership of the 
Srall Business Committee had been permitted to attend the open hearings 
of the Panking and Currency Committee, when it came to the final 
stages of consideration, Secretary Jones requested that the hearings 
be in executive session, Senator Murray as Chairman of the Small 
Business Committee was invited to attend, but could take no official 
part in the proceedings and of course had no vote on the final 
cutcome., Considereble bitterness ensued and numerous sharp encounters 


between Secretary Jones and Senator Taft and other friends of the 


bill took place, 
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Secretary Jones requested an opportunity to return at 
a later time and present more detailed recommendations. On March 


20th, he appesred before the Committee with his own draft of a 


substitute bill. 1/ It provided for a division of control of 


SWPC among the War, Navy, WPB and RFC agencies. It eliminsted the 


pital stock of SWPC and left the lending powers in RFC with small 


business loans limited to $100,000. 


12, One Fourth of One Fer Cent for _ Smoll Business. 
But the figures Mr. Jones presented did not help his 


report on Defense Plants Corporation assistence showed 


that very little money had actually been loaned to the smaller 


planis. Although some 11 billion dollars had been loaned or made 


available for the construction or improvement of war plants, only 
541 leans or advances had been made in amounts of $100,000 or less. 
If all these loans had been mede in even amounts of $100,000, the 
totel would have amounted to approximately 1/2 of 1 per cent of 


1l billion dollars. If an estimated average figure were taken, the 


total vould not exceed 1/4 of 1 per cent. 2/ 
After this session of the Senate Banking and Currency 
Committee, Sen:tor Murrey issued a press release in which he said: 
The effect of the amendments presented by Secretary 
sey would be to take ewey the capital of the Corporation together 
with its powers of providing equipment or facilities for small plants 


end Leave the corporation in the position of merely recommending 
to the RFC loans not exceeding $100,000 to finare improvements 


1/ 


Hearings before the Committee on Banking and Currency, 7?th 


Congress, Second Session, S, 2250, Part °, March 90, 1942, 
pare 309, 


2/ Ibid., page 291. 
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or supply facilities. These changes would be fatal to the purposes 
for which the bill was devised, thet of creating an active, aggressive 
agency directly under the War Production Boprd with authority to 
provide both contracts and finances, and in an energetic and egfres— 
sive manner, mobilize the 45,000 small manufacturing plants of the 
country that can be adapted to war production. 1/ 


13, Jones' cmendments Lost 11 to 7. 

Nevertheless, the influence of Secretary Jones was strong. 
Senator Prentiss Brown led the forces in support of Secretary Jones! 
amenducnts and Senators Teft and Maloney led the opposition. The 
controversy became a bitter one. 

On March 25th, when a final vote was taken, the Jones 
sudstitute bill lost out and the Small Business Committee version 
was approved by a vote of 1l to 7. All the Republicans on the 
Banking and Currency Committee- six in number, and five Democrats, 

= sustained the position of the Small Business Committee. Seven 
Democrats voted for the Jones amendments. 

In an effort to defend their bill against the charge 
that it would set up a nation-wide organization to duplicate the 
facilities elreedy available through RFC and its subsidiaries, 
Senator Taft proposed an amendment which was accepted, It provided 
that, whenever Smeller Wer Plants Corporation has completed any 
transaction involving a loan or lease of equipment or facilities, 
it shall transfer the loan, advance, plant, eouioment, facilities, 
machinery, materials, supplies, leases, or other property resulting 
from such transaction to the Defense Plants Corporation, and the 
Defense Plants Corporation shall service and administer such loan, 
advance or property, as the «gent of the Smaller War Plants Corpo- 
ration, remitting to the Smaller War Plants Corporation any interest, 


principal, or other proceeds or collections, after deducting its 
ectual expense of service ond administration, 


1/ Press releese, Senate Small Business Committee, March 20, 1942, 
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Amendments were also inserted making it possible for 
Soaller War Plants Corporation, with the consent of the agencies, 
to use the facilities of other government agencies in the trans- 


action of its business. 


14. Two Days Debate. 

Chairman Wagner reported the bill favorably and it came 
to the floor of the Senate for consideration on March 3l. Senator 
Prentiss Brown explained in debate why he and his colleagues had 
opposed.the bill in committee. His principal argument was that it 
provided for duplicetion of facilities already available in the 
Reconstruction Finance Corporation. His opposition was mild, 
however, and he acknowledged his defeat, in the Banking and Cur- 
rency Committee, in an ezceedingly sportsmanlike manner. The 
debate continued all afternoon and the Senate adjourned without 
a vote. 

The following day, April 1, 1942, the opposition was 
much more determined and the debate more heated. Senator Josiah 
Bailey of North Carolina led the fight against the bill. Senator 


Murray, Senator Taft and others on the Small Business Comaittee 


defended the bill valiantly. 


15. A Life Saver or e Give-Away Measure? 


The opposition characterized the bill as a give-away 


measure in the nature of a raid on the Treasury of the United States, 


for a lot of inconsequential and irresponsible business peopla who 


were neither competent nor cspable, 
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"Our Committee," replied Senator Murray, "visualizes 
the Smaller War Plants Corporation as an aggressive agency with 
capital and facilities utilizing the 120 offices of the Contract 
Distribution Branch of WPB, together wth its staff of technical 
personnel embracing mechanical, managerial ond financial experts. 
Thus it should be able to provide both finances and contracts without 
delay end make these transactions with the smaller manufacturing 
plants at many points in the country close to their places of 
business." 

About midafternoon, with an avalenche of arguments 


being hurled in his direction and with Senator Zllender, a merber 


O 


f the Small Business Committee, holding the floor, Senator Pailey 


erose and facetiously declered that the eloouence of the Senator 
from Louisiana hed convinced him of the worthiness of the meesure. 


He withdrew his opposition end a vote was taken, The result was 


82 to O in favor of the bill. 


6 


16, The House Gets Two Bills. 


While the bill was under consideration in the Senate, 
the =xecutive Secretary of the Senate Committee on Small Business 
and Chairmen Wright Patman of the House Committee on Small Business 


had freouently conferred, and Chairman Patman had watched the 


progress of the bill with great interest. He delayed introducing a 


companion measure until the Senate had acted on S., 2250, so thet 
his projected bill could be brought into conformity. While the rules 
of the Senate permit the introduction of a bill by one member for 


himself and others, the rules of the House do not; so Chairman 
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Patman could not introduce his bill as a committee measure. 


In his own name, therefore, on April 21, he introduced 
H. R. 6975, en exact duplicate of the Senate bill as passed. His 
bill was referred to the House Committee on Banking and Currency, 
of which Fenry B. Steegall was Chairman, 1/ To this same Committee 


Senate Rill 2250 had likewise been referred. Accordingly, when 


the House Committee on Banking and Currency convened on April 27th 
to consider the legislation, it had before it both Senste Bill 2250 
Fortunately, Chairman Patman of the Small 
Business Committee was a member of the House Banking and Currency 


Committee and in a strong position to push favorable consideration 


of the legislation. 


17 House Adds Numerous Amendments. 


Senator Murray and Senator Mead of the Senate Small 


Business Committee then appeared in support of the bill and explained 
its purnoses in detail, They received a cordisl welcome from the 


House Committee, 


Hearings before the House Committee occuvied sight 


days intermittently, between April 27th and May 8th, during which 


1/ Members of the House Eanking and Currency Committee were: 


Henry B. Steagall, Alabama, Chairman; Clyde Williams, Missouri; 
Brent Spence, Kentucky; Thomas F. Ford, California; Paul Brown, 
Georgia; Wright Patman, Texes; William B., Barry, New York; Leon 
Sacke, Pennsylvania; Albert Gore, Tennessee; Wilbur D. Mills, 
Arkansas; A, S, Mike Moroney, Oklahoma; Walter A, Lynch, New 
York; Fernen P, Kopplemann, Connecticut; Hale Boges, Louisiana; 
Merlin Bull, Wisconsin; Jesse P, Wolcott, Michigan; Charles L. 
Gifford, Massachusetts; Fred L, Crawford, Michiven; Ralph A. 
Gamble, New York; Robert W. Kean, New Jersey; Jessie Sumner, 
Illinois; Frederick C, Smith, Ohio; John C, Kunkel, Pennsylvania; 
Thomas Rolph, California; Charles S, Dewey, Illinois, 
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time the Committee studied the bill closely. When it came time for 
final executive consideration, Congressman Wright Patmen presented 
each member of the Comnittee with a copy of the bill with seven 
amendments written in at appropriate places. Although it had 
appeared that there would te opposition to the bill from various 
members of the Committee, these amendments satisfied all objections. 
The Committee voted on May 13th to set H.R. 6975 aside end report 


favorably 4 substitute for S. 2250 with the House amendments 


incorporated. 
Among the amendments inserted wes one raising the 
cenitel of the Corporation from 100 million dollars to 200 million 


Another permitted the exemption of companies from prose- 


dollars. 
cution under the anti-trust laws when they combine activities for 


war production, provided such combination is requisite to wer 


production end is so certified by the Chairmen of WPB, after cor- 


sultetion with the Attorney General. 
Ł provision wes inserted giving Coneressional recognition 


to the desirebility, where necessary, of paying small plants more 


then lerge plents for the production of the sane items. In an 


effort to emphasize their desire to have the Corporation controlled 


by men sympethetic with small business, an amendment was inserted 


providing that the members of the board of directors of SWPC "shall 


be deemed to be femilier with the problems of small business." 


Another amendment made the facilities of the Smaller War Plants 


Corporation more clearly available for poth war end essential 
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civilian production." Still enother amendment facilitated loans to 
business by banks. It removed restrictions on the size of bank 
loans to the extent they are guoranteed by the Smaller War Plants 


Corporation or other federal agency. 


18, Close Committee Cooperation A Feature. 

The close cooperation between the Senate Committee on 
Small Business and the House Conmittee on small Business is illus- 
trated by an unusual circumstance, Chairman Fetman requested the 
Speaker of the Eouse to suspend the rules so as to permit the 
Freeutive Secretary of the Senate Committee on Small Business to sit 
with the Board of Floor Managers while the bill was being considered. 


` 


The purpose was to secure his counsel cn the appropriateness of 


3 


enendments offered from the floor. 

A very important amendment, the last approved, was effered 
ty Congressmen Patman from the floor. It provides: "In any case 
in which the Chairmen of the Yar Production Board certified to the 
Secretary of War, the Secretery of the Navy, the Director of the 
Procurement Division of the Treasury, or to any other officer of the 
Government having procurement powers, that the Smaller War Flants 
Corporation is competent to perform any specific Government procurement 
contract to be let by any such officer, it shall be the duty of such 
officer to let such procurement contract to such Corporation upon 
such terms end conditions as may be specified by the Chairman of 
the Wer Production Board. Such subcontracts may be let upon such 


terms and conditions as the Corporation may deem appropriate in 


accordance with such regulations as may de prescribed under section 


SOl of the First War Powers Act, 1941." 1/ (See Exhibit 3) 


The need for this last amendment was not apparent when 


the dil] was under considersetion in the Sens te, 


4 


At that time, Mr, 


Nelson stated that he had sufficient 


officers to let contracts to small concerns, 


D ssii 


Between the tima when 


the bill wes considered in the Senate and when it came to the floor 


of the House, however, it became evident that the Chairman of the 


War Production Boerd had not chosen to exercise his authority over 


procurement officers, but had 


hed it. This 


» in effect, relincuis 


made it necessary to five SPC authority to take such contracts as 


it might find advisable to distribute to smeller concerns 


2De 


1° The Fouse Votes Unenimously for the Bill, 


“here was little Opposition to the bill in the Eouse, 


and it was approved in amended form by a vote of 244 to 0 on May 2 


- 
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Since the ¥ouse had amended the vill in several imvortant 


features, it had to go to conference. The members of the Conference 


Committee from the Senate were Senators James H, Hughes, Robert F 


Wagner, Francis Maloney, Chas. W. ‘obey, and Robert A. Taft. The 


conferees from the Mouse were Congressmen Henry R, Steasall, Clyde 


Williems, Brent Spence, Jesse P, Wolcott, end Fred L. Crewford, 


For the most part, the House amendments were quickly 


agree to. Some slight changes in the wording of the bill relating 


to the suspension of the 


Á 


anti-trust laws were made and the canital 


1/ Public Law 603, 77th Congress, 
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authority to reauire procurement 


Pd Session, approved June ll, 1942, 
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stock of the Corporation was fixed at the compromise figure of 150 
million dollars - half-way between the capital authorized by the 
Senate version and the capital authorized by the House version of 
the bill. The reports of the conferees were promptly approved in 


the House and Senate and the bill was sent to the President. 


20 Bi 


The 


Becomes Law on > 1) 942. 

On June 11, 1942, the President invited to the white 
House, Cheirman Murray and Senator Mead of the Senate Committée on 
Smell Business and Chairman Fatman of the House Committee on Small 
Business to witness the signing of the bill, He presented to each 
of those present a pen used to sign the measure, and Senate Bill 


2250 became Public Law 603. 1/ 


III, THE MURRAY-PATMAN BILL CREATING TES SMALLER WAR PLANTS CORPORATION 


AL LU. 


1 Cone s E ted Much from the Lesrislation. 


In its progress through Congress, the bill had become 
known as the Murray-Patman Bill, and following the siening of the 


bill, Senator Murrey snd Congressman Patman issued a joint press 


release: 


"The ceremony," Senator Murray said, "marks the cul- 
mination of long study and more than six months of strenuous pro- 
motive effort on the part of the Small Business Committees of the 
House and Senate. The President is in full accord with the purnoses 
of the legisl<tion and expressed his strong hoves for its successful 
administration. 


"The law reavires the eppointment by Donald Nelson, 
Chairman of the Wer Production Board, of a special deputy who shall 
assume the responsibility for the welfare of the smell concerns in 
the wer effort, It sets up within the Wer Production Board a 
‘Smaller War Plants Corporation’ with a capital, to be used as a 


1/ Exhibit 4. Public Law 603, 
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revolving fund of 150 million dollars, endowed with powers to provide 
money and facilities for the conversion of small concerns to war or 
necessary civilian work while the war is on. The corporation will 
also have the power to take prime contracts from the procurement 
divisions of the Armed Forces and to subcontract to small concerns 
throughout the country. 


"Thus the bill eliminates the old difficulty experienced 
by many concerns which could not get a contract because they could 
not get financed and who could not get financed because they could 
not get a contrect. Five directors 'deemed to be familiar with the 
problems of small business!’ and to be appointed by Donald Nelson, 

1l control the destinies of the Smaller War Plants Corporetion. 
***žThis should be occasion for a great uplift in the morale of the 
small businessmen everywhere." 


Chairman Patman said, "It is the hope of those who have 
worked so long and sincerely for this legislstion thet the adminis- 
tration of the measure will be forthright end energetic, and thet 
the Smaller War Plants Corporation will become an aggressive agency 
through which thousands of smell manufacturing concerns, previously 
unable to secure priorities so they could continue in civilian 
activity may now receive the kind of assistance which will permit 
them to take an active part in the war effort, and thus increase 
greatly the productive canacity of the nation for both war and 
necessary civilian reouirements." 1/ 


The spirit of cooperation between the Senate and House 
committees and the complete eliminetion of party lines throughout 
the effort effordis an excellent example of constructive legislative 


procedure, 


2. But It Was a Different Bill. 


It is appropriate, at this point, however, to observe 
that the bill, as finally pessed, was a very different bill from the 
one introduced. As originally planned, the Small Business Division 
of WPE would have hed great autonomous authority in the War Production 
Board, The chenges, however, placed it in the anomolous position 


of a subordinate charged with responsibility for directing the 


1/ Press Release, Senste Small Business Committee, June 11, 1942, 
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policies of its superior. Under the original bill, the Director 


would have received his authority directly from Congress, ond as a 
Presidential appointee in his own right, he would have reported to 
the Congress and the President, as well as to the Chairman of WPB 
every thirty days. If matters did not go as the director thought 
they should, he could have promptly asked for redress. All procure- 
ment officers would have been obliged to respect his requests, and 
RFC would have been in bad grace had it refused to authorize loans 
to the small concerns recommended. 

Under the revised bill, all SWPC authority had to come 
from the Chairman of WFB and the latter was responsible for reports 
to Congress covering SWPC activities. The head of SWPC had no 
power over other officials of WPB and they could pay such attention 
to his recuests as they saw fit. Furthermore, the only power over 
procurement officers lay in the authority of the Corporation to take 
prime contracts, when certified by the Chairman of WPB. But even 
in such cases the responsibility for handling the transactions would 
evolve on SWPC and the difficulties enue be many. 

In the lending field, the Corporation could proceed 
independently, but it was confronted with the problem of building a 
nation-wide lending organivation and staffing it with competent 
personnel, And all these responsibilities would bə coming on at a 


time when manpower shortages would be extrene. 


Žą SWFC Lacked Control of Its Administrative Funds. 
An important detail that ought not to be over-lookad 


was the fact that, after the Smaller War Plants Bill had been passed 
$ a 
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the administrative funds of the Corporation wore still outside the 
control of the Foard of Directors. The bill provided that: "the 
Sosrd of Directors of the Corporation shall determine and prescribe 
the manner in which its obligations shall be incurred and its 
expenses allowed and paid." 

Legal opinion, however, determined that the Directors 
of the Corporation had no power to spend money for odministrative 
expenses, Administrative funds had to be made available by a specific 
Congressional appropriation. The Supplemental Appropriation Act of 
1945, Public Law 678, provided that 74 million dollars of the 
capital funds of the Smeller Wer Plants Corporation should be turned 
over to WPB, there to de mingled with the other funds of WEB and 
become available for payment of the administrative expenses of SWPC. 
Thus it heppened that Smaller War Plants Corporation had no control 
over its administrative expenditures, Every item had to be aoproved 


by WFB officials end paid for with WPB checks, 


4, SWPC Born in an Atmosphere of Tl1-Will. 


Furthermore, it should be pointed out that the Smaller 


War Plants bill, in its progress through Congress, had engendered 


mach i11-feeling. Numerous witnesses and the report of the Small 


Business Committee had bitterly criticised procurement officers, 
WPB, and other agencies, These agencies had regarded the Smaller 


Wer Plants Corporation bill as unnecessary and as a reflection uvon 


their own activities, Proponents of the bill on the floor of 


Congress had bitterly assailed the various agencies for neglect 


g 


of the small concerns, and had frequently said that if the other 
war agencies had performed their duties properly, SWPC would, indeed, 
have been unnecessary. ` 

The Smaller War Plants Corporation, an unwanted step- 
child of WPB, was thus born in an atmosphere of hostility and 111- 
will, Since any success it might achieve would be proof of the 
charges made that WPB, the Army, and the Navy hed previously neglected 
small business, it was bound to encounter the opposition of the 
most powerful agencies in the Nation's Capitol at every turn. It 
ts almost impossible, therefore, to over-estimate the administrative 


difficulties confronting the Smaller War Plants Corporation from 


the day of its birth. 
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IV. CONGRESSIONAL COMMITTEES AND CORPORATION WORK TOGETHER FOR 
SUCCESS OF SMALL BUSINESS MOVEMENT. 


lL. An Interesting Example of Cooperation. 


The activities of the Smaller War Plants Corporation and 
the activities of the Senate Committee on Small Business and the 
House Committee on Small Business present an interesting example 
of cooverative action between a government agency and its creators. 
It is obvious from the Senate Report which recommended the bill 
creating SWPC, that the members of the Committee were personally 
eager to see the Corporation succeed and, as is pointed out in 
later chapters, had high hoves for the success of the enterprise. 

The Small Business Committees, trying hard to lend effective 
aid to small business in the United States, were obviously hopeful 
thet the creation of the Smaller War Plants Corporation would bring 
about the establishment of an agency which would have broader 
powers and which would become the nucleus of powerful aid, not only 


to menufacturers but to all types of small business. 


2, Wanted an Agency Like the Department of Agriculture. 


“he Committee said in a supplement to its report on the 
Smaller War Plants bill: 


This committee believes that the time has come when the 

Congress should give consideration to the establishment of-an 
incdependent department of the Government within which could be 
grouped all of the various activities aimed at preserving and 
expanding independent business, For many years tho farmer was 
without a voice, The Department of Agriculture was created, Later 
the Farm Security Administration was established, Concentrated and 
determined attention has been given by the Government to the farmer's 
problems, The importence of labor was recognized by the creation of 
the Department of Labor, The "forgotten man" received recognition 
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in social legislation and the creation of such agencies as the 
Federal Security Agency. But the great, unorganized, independent 
business of America continues year after year to carry on a losing 
fight against constantly increasing power in the hands of its bie 
competitors. *** But small business needs more than a temporary 
Clearing of the way to permit it to continue a losing battle. Small 
business needs continuous unified legal, financial, technical, and 
educational assistance of a far-reaching and fundamental type which 
cannot be furnished under any Federal agency as now conceived, if 


it is to survive and the phase of democracy which it represents is 
to be preserved. / 


3, Committees Kept a Close Mye on Performance. 


So, when the Smaller War Plants Corporation began activities, 
the Committees kept a close eye on its administrative performance. 
Because nearly two years had elapsed and little had been accomplished 
since the first Small Business Division had been set up in the old 
Defense Advisory Commission (October 15, 1940), the framers of the 
Smaller War Plants bill included a provision requiring a bi-monthly 


progress report to be made to the Congress so close tab on the 


activities of SWPC could be kept. 


During the early part of Mr. Holland's administration, the 
Senate Committee on Small Business held humerous hearings desiened 
to encourage the Army end Navy to cooperate with the Smaller War 


Plants Corporation, thus encouraging a greater distribution of 


wer contracts to small business. When, in the early days of the 


SWPC administration, results scemed unsatisfactory, Chairman Lou 
Hollend was called before the Senate Committee on Small Business 


for a discussion of various matters in executive session. The sane 


action was taken by the House Committee. A hearing before the Senate 


1/ Additional Report of the Special Committee to Study Problems of 
Small Business, 77th Congress, 2d Session, Report No. 479, Part 
2, February 5, 1942, pages 17 and 18, 
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Committee on Small Business on "Ear-marking Government Contracts", 
brought far-reaching results. Finally, it was a resolution of the 
House Committee on Small Business which resulted in Mr. Holland's 
dismissal. 

The Senate Committee on Smell Business established a Com- 
pleints Tee under the Chairmanship of Senator Tom Stewart 
of Tennessee. To this subcommittee were referred all complaints 
received by the Committee relative to activities of the Smaller 
War Plants Corporation., When the Committee thought loans were not 
being made in sufficient volume, the Committee made a detailed 
investigation and sent its representatives down to the Offices of 
the Smaller War Plants Corporation numerous times to check through 
its affairs and to try to determine the causes for delays and 
ineffectiveness. The Committee considered the desirability of 
publishing a report on the Corporation's inadequacies, However, 
before this could be done General Robert Wood Jobson, the second 


administrator of SWPC, resigned, 


4, Working Together on Legislation. 


After Jenusry 1, 1944, and the beginning of the adminis- 


tration of Meury Maverick, himself an ex-Congressman, an enthusiastic 


spirit of cooperation between the Corporation and the Congressional 


committees grew up, and the committees began to make constructive 


use of the facilities of the Smaller War Plants Corporation in 


determining the form of all legislation affecting small business 


thet came before them, Chairman Maverick was frequently requested 
to prepare statements on various questions, David L, Podell, the 
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WPC, provided direct aid to the Small Business 


h Chief Counsel of S 


Subcommittee on Military Affairs, anå 


Committees, to the Senate 
House Committees on Post War Economic Policy and 


to the Senate and 
Planning which were working on reconversion legislation vital to 


Some of the details of these activities have been 


small business. 
The effectiveness of these coop- 


set forth in a previous section. 
erative activities and the public forum which open hearings provided, 


has greatly aided in developing the strong national consciousness 


of the smell business problem which grew up during 1942, 1943 and 


1944 and which was even more apparent as mid-1945 arrived. 


5, Making the Country "Small Business" Conscious. 


Whereas, at the time of the inception of the first hearings 
of the Senate Small Business Committee in December, 1942, small 
business had been completely neglected in all legislative procedures 
and, for that matter, in the entire war program; by 1945 the country 
was so conscious of the problem of small business that its needs 
were given prime consideretion in every reconversion messure that 
was passed, Whereas the War Production Board and most other Federal 
war agencies were created by administrative order of the President 
under the War Powers Acts, the Smaller War Plants Corporation was 
created by Congress itself, and it became a special concern of the 
members of the House and Senate who were active in its creation. 


Thi 
& paternal interest, as displayed by its friends in the EEA 


is worthy of special note, 
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EXHIBITS 


War Production Board General Administrative Order No. 2-45, 
dated July 8, 1942, Organization of the War Production Board. 


War Production Board General Administrative Order No, 2-85, 
dated March 19, 1943, organization of the War Production Board. 


Public Law 354, "First War Powers Act, 1941", 


al 


Public Law 603, approved June 11, 1942. i 
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